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The Business Office has the following miscellaneous updates:

The City Auditor and I met this past week to discuss unified efforts to ensure that
concerns highlighted over the last few months can be avoided. One major change
that we agreed would be beneficial is to have the School Committee approve
expenditure transfers needed to move costs from the general fund to hit the revolving
funds. This would allow for transparency so that the School Committee is aware of
the behind the scenes movement of costs in areas that have been hit the hardest with
excessive transfers and audit findings. Please see attached transfer requests along
with back up documentation on the indirect costs that are allowed.

Embezzlement: Western Surety Company notified us that we will receive the full
Bond Penalty amount of $25,000 for the employee embezzlement. The rest of the
funds would have to be paid through restitution ordered by the courts or through a
civil suit. The City CFO explained that these funds should go into the General Fund
based on conversations with the State since the insurance payments were paid from
this fund. Since the insurance is intended to make us “whole” by replacing the stolen
funds, it seems the insurance check should be deposited into the Student Activity
accounts that were affected. The stolen funds were from the fundraising money
raised by children and their families for field trips and other student activities. If
these funds flowed into the General Fund without student access, our paid insurance
premiums would be a wasted expense for the Schools. Fortunately, the City CFO
stated that he doesn’t “necessarily have any issue with the insurance payment being a
receipt of the student activity account.”

Playground Update: Since the Playground Motion was presented, we have since
communicated with the City per the School Committee’s request. On March 22, we
submitted a Memo to the CFO prioritizing the three issues that were safety hazards to
students. Our Director of Facilities contacted the Parks and Recreation for assistance
with issues such as filling potholes in the play area.

Aramark Weekly Update - See Attached.

Funding Formula Forum on April 22, 2019 — Please see attached flyer.



Expenditure Transfer Form-

Department: SCHOOLS
TRANSFER TO:
Account # Description Amount
Org. Object Project | DESE Function
12010025 511000 M & L Revolving $ 567,881.00
TOTAL| $ 567,881.00
TRANSFER FROM:
Account # Description ' Amount
Org. Object Project | DESE Function :
99047103 512960 LHS Custodian $ 474,241.00
99347103 512960 Admin Bldg Custodian $ 3,640.00
98347103 512960 Bartlett Custodian $ 5,264.00
90247103 512960 Bailey Custodian $ 5,758.00
91247103 512960 McAvinnue Custodian $ 6,192.00
91847103 512960 Pyne Arts Custodian $ 8,316.00
T~ 92047103 512960 Lincoln Custodian $ 5,666.00
92547103 512960 Molloy Custodian $ 11,143.00
93047103 512960 Morey Custodian $ 6,550.00
93547103 512960 LeBlanc Custodian $ 1,271.00
93647103 512960 ) Pawtucket Custodian $ 4,463.00
94047103 512960 Reilly Custodian $ 7,691.00
95047103 512960 Shaughnessy Custodian $ 7,296.00
95547103 512960 Washington Custodian $ 2,844.00
96047103 512960 Stoklosa Custodian $ 6,449.00
98047103 512960 Murkland Custodian 18 4,442.00
98447103 512960 Butler Custodian $ 6,484.00
98547103 512960 Daley Custodian $ 171.00
TOTAL| § 567,881.00
' Reason for Transfer:

Shifting a portion of custodial staff salaries to the Milk and Lunch Révolving fund per the approved budget offset - keeping with in
the DESE-approved indirect cost rate of 11.23%.
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FY19 Indirect Cost Rates
3-year average of predetermined rates with caps =
'Medicaid
LEA District Restricted  Unrestricted Unrestricted
0160 Lowell 3.68% 11.23% 10.92%
§
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Determining Direct and Indirect Costs

As will be explained in Determining Allowable Costs & OMB 2 CFR 200, 2 CFR 200 Subpart E
and Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost
Proposals apply to all situations where State and local governments incur costs for Federal
assistance programs. SEAs and SFAs must make careful considerations in determining whether
certain types of costs should be categorized as a direct or indirect cost.

Direct Costs

2 CFR 200.413 describes direct costs as, “those that can be identified specificalty with a
particular final cost objective.” Many SFAs struggle with this description, especially when it
comes to understanding the words “identified specifically.” A good way of understanding
“identified specifically” is for the SFA to ask the following question: Who benefitted from the
SFA having incurred the cost (i.e., just school food service)? Granted, the SMP regulations do
not prescribe in detail every kind of cost that can be charged to the school food service.
However, the SMP regulations do outline the purpose of each program, requirements that must
be met and, in some cases, prescribes certain aspects of that program’s operations. The SMP
objectives can be understood by reading and understanding authorizing statutes, program
regulations, and FNS policy. Moreover, costs that cannot be exclusively attributable to the
SMPs should generally be treated as indirect costs.

Direct costs are those that:

e Are exclusively attributable to the nonprofit
school food service, and;

e Can be substantiated through written
c\igcur'nentation such as time cards, invoices,
receipts, etc.

2 CFR 200.420-.475 provides examples of many typical direct costs chargeable to the NSFSA.:
Compensation of employees for the time devoted and identified to the school food service

School food service employees whose job function is entirely to meet the objectives of the SMPs
(e.g., kitchen cooks, the school food service director, dietitians, cashiers, servers)

« An SFA should ask the following questions to determine whether such a cost is
exclusively attributable to the school food service:

o What are the job functions of an employee? Does he/she work exclusively in the
school food service?




o Does the employee also perform work not related to the school food service?
Does the SFA have a process for documenting the distribution of that employee’s
time ambng cost objectives?

o Does a cashier working to ring up foods in the cafeteria also sell books at the
bookstore? If so, does the SFA have a process for documenting the distribution of

* that employee’s time between the cafeteria and the bookstore?

Cost of materials, acquired, consumed, or expended specifically to the performance of the
school food service '

¢ An SFA should ask the following questions to determine whether such a cost is
exclusively attributable to the school food service:
o Will the item be used only for the school food service? ‘
o Is this an item that is generally purchased for use in school food service?
o Can the SFA operate the school food service without purchasing this item?
= For example, the cost of food items used to prepare nutritious meals for
the SMPs is exclusively attributable to school food sérvice.

Equipment and other approved capital expenditures

o - For example, a point of service (POS) system or software is used to record, track, and
report on food/meal purchase transactions by many schools. The capital expenditures for
a POS system may be allowed as a direct charge with prior State agency approval.

Travel expense incurred specifically to carry out the objectives of the SMPs

o For example, a school food service director may need to travel for a national conference
on child nutrition in the SMPs. This cost could be charged as an allowable direct expense ‘
with prior State agency approval. (2 CFR 200.432 and .474) |

Food for the school meals

o For example, the cost of food items that have been procured in accordance with the
Federal regulations for the SMPs can be charged as a direct cost.

Indirect Costs

2 CFR 200.56 describes indirect costs as those “incurred for a common or joint purpose
benefiting more than one cost objective, and not readily assignable to the cost objectives

‘ speciﬁdally benefitted, without effort disproportionate to the results achieved.” Costs that can
be allocated to multiple programs or other cost objectives are always classified as indirect
costs. Indirect costs are necessary to operate the school food service, even though a direct
relationship to that activity cannot be shown.




In determining whether a cost should be charged as direct or indirect, the SFA is required to treat
each item of cost in a consistent manner as a direct or indirect cost in accordance with the
Federal cost principles. A cost may be assigned to the nonprofit school food service as a direct
cost only if that cost item under the same circumstances has not been charged to other programs
or cost objectives as an indirect cost (2 CFR 200.412). For example, it is appropriate for a SFA
that has relocated its school food service and several other of its activities from the main school
building to an annex, to charge rent on the annex to the NSFSA only if the other activities
relocated there are similarly charged.

Summary of Determining Direct and Indirect Costs

Questions to contemplate in determining whether a cost is direct or indirect include:

¢ Does the cost benefit multiple programs or other cost objectives, or solely the school food
service?

» Does the cost have a direct relationship to the school food service?

e What guidance do the Federal cost principles provide for this cost?

e How are similar costs treated in other cost objectives of the SFA?

* How has this cost been treated historically by the SFA?

Examples of Various Costs

Guidance on various costs is provided to assist in determining whether a cost is properly
classified as direct or indirect.

Custodial expenses

Custodial expenses generally include the costs of cleaning the entire school. The food service
benefits from custodial services because the kitchen, food preparation, and food serving areas are
also cleaned. However, the question arises of whether the custodial expense can be charged as a
direct or indirect expense. As we stated earlier, for the custodial expense to bea dlrcct cost, the
cost must be identified specifically with a particular cost objective.

How would an SFA charge custodial expenses directly? Some SFAs document the hours that
custodians work cleaning food service areas such as the kitchen, food preparation, and food

~ serving areas through a time reporting system, such as that described in 2 CFR 200.430. The
time reporting system provides the exact hours a custodian cleans the food service area and the
rest of the school. The SFA then charges the custodial expenses for cleaning the school food
service area as a direct expense.

Alternatively, the custodial expenses may be charged as an indirect cost to the school food
service by including them in the indirect cost pool if a methodology or process for determining
this item’s direct relation to the school food service operations is not available. The key point to
note is that the custodial expense may be charged as a direct or indirect cost, as long as it is
treated consistently in all activities of the SFA. For example, this cost item may not be charged
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as a direct cost to the NSFSA if custodial expenses that benefited other programs, functions, and
activities of the SFA were charged to such cost objectives as indirect costs. The reasoning is that
it would not be equitable for the custodial expenses to be charged through a time reporting
system solely for the school food service and not similarly for other programs.

‘

Custodial expenses may be charged as a direct or indirect
cost, as long as it is treated consistently in all activities of
the SEA. An SFA may not charge custodial expenses as a
direct cost to the school food service (e.g., through a time

" reporting system) and as an indirect cost for other
programs.

Utility Expenses

The SFA in general and school food service in particular, need utilities such as electricity and
gas to operate. While utility costs are often treated as indirect costs, they may be charged as a
direct cost if there is a methodology to quantify exactly how much energy was utilized to prepare
and serve meals. For example, the use of a separate utility meter for school food service would
provide such quantification. The main point to note is that charges like utilities can be allocated
directly or indirectly, depending on whether a methodology exists to specifically identify the
amount of utilities attributable to the school food service.

Post Retirement Health-Care Benefits

The indirect cost methodology applied to an SFA may call for allocating the cost of providing
health-care benefits for retired SFA employees on the basis of numbers of employees. That is,
this cost item may be allocated to a direct cost activity, such as the school food service, on the
basis of its percentage of the SFA’s total employees, or by applying a pet-employee rate.
However, if the school food service workforce is atypical of the SFA’s workforce generally, this
may not be an appropriate approach. Applying this methodology may actually overcharge the
school food service if part-time employees, who are not eligible for post-retirement health-care
benefits, comprise a disproportionate share of the school food service staff. The amount charged
to the school food service for post-employment healthcare costs would then be unreasonable
based on the benefit the school food service received from this cost item. Possible remedies
include:

1) Changing the allocation basis for this cost item from “number of employees” to “number
of full-time employees.” »

2) Shifting the SFA’s overall indirect cost methodology to the multiple allocation base
method. This method is preferred when different direct cost activities benefit to
significantly differing degrees from the same indirect cost activity (human resources,
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accounting, purchasing, payroll, audit, etc.). The SFA would first distribute the cost of
each such administrative function or office to benefiting direct cost activities on a basis
that fairly measures the benefit each direct cost activity received. For example, the cost of
the purchasing function could be distributed on the basis of numbers of purchase orders
issued. The total indirect costs allocated thereby to each direct cost activity are then
totaled and a separate indirect cost rate calculated for each direct cost activity. The
outcome would be one indirect cost rate for food service, another for instruction, etc.
Indirect cost rate determination is covered in 2 CFR 200 and Appendices III and IV
thereto; and in DHHS Publication ASMB C-10, section 6.2.4 (pages 6-8 through 6-12).
https://www.dol.gov/oasam/boc/asmb_c-10.pdf.
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Schools’ Outdoor Play Space - Prioritized

To:  Conor Baldwin, CFO

From: Billie Jo Turner, Assistant Superintendent
RE: Play Space Priorities

Date: March 22, 2019

Per our discussion, I met with our Director of Facilities to prioritize the issues stated by the Principals
regarding their play space. Since some of the issues are not concerns that can be immediately fixed due to
our shared fiscal shortages, we have listed only the few that are safety issues.

1. Bailey School has a chain ladder with S hooks and chipping paint on metal.
2. Pyne Arts has broken rails and safety panels on the middle school playground.
3. Shaughnessy School has missing latches on the fence and missing gates which can be a hazard.

The Director of Facilities will reach out to the Parks and Recreation for guidance with these issues. He
will gather information on the suggested vendors and costs to discuss with you. If these can be addressed,
our safety issues are resolved. The Director will handle the play areas that have dangerous holes by
contacting the appropriate City staff to fill and repair.

Another common concern listed was littered parks including drug paraphernalia. We understand that this
is not something you can control since the parks are public. The Director of Facilities suggested that the
only possible improvement with this issue could come from increased police surveillance after hours at
these parks to minimize drug activity and/or increased inspection from those who maintain the areas to
clear the trash/dangerous litter. If that is something you can arrange, perhaps those situations could be
improved if not resolved.

As for the schools that listed lack of play space or equipment, we can apply for grants offered to schools
needing play structures. If you learn of any funding sources available to cities that can assist with such,
we can work together to address the nine schools that don’t have parks or play spaces on their premises if
space allows. :




aramark 3 T T
Food and Nutrition at LPS: Update Week of 4/5/19

e Attended the Hunger Homeless Commission meeting on Wednesday April 3™ and updated
members about summer meal plans. ‘
e CEP- working on CEP information to reapply by April 15" deadline. Meeting on April 11" with
Robin, Kim Lew, Paul Schlitman and Food service to finalize information to meet deadline.
e Alysia Spooner Gomez- Registered Dietitian provided nutrition education on “Eat The Rainbow” to
four first grade classes at the Morey School.
= Reviewed eating a variety of color of fruits and vegetables and the health benefits of
each color of the rainbow. :
= We had a healthy snack of Veggie Cups with hummus dip. These were filled with
rainbow carrots (yellow, purple, orange), snap peas, Tri-color cauliflower, broccoli and
celery.
= We had a good amount of students who enjoyed the healthy snack.
o All students agreed to try and we had agreed on the “No thank you” bite.
Which is one bite and if you do not like it that’s ok but you gave it a try.
o Some quotes from the students:
o “Best day Ever”
o “llove peas they are so sweet”
o “This is yummy!”

e Working with Mill City Grows, Martha Cohn, Carolyn R and Project Learn to apply with The Mass
Farm to School Institute for a year-long professional learning opportunity for our district. This will
grow our program with connection farm to school and education in the district.

e LHS we debuted Yogurt parfaits as a vegetarian option available daily at lunch. This is a

reimbursable meal in a cup. This was a great success!
e

e 15 school visits were conducted by Aramark to observe meal periods, on the job coaching and
meet with principals when possible.




Save the Date!!!!! F

Monday April 22. 2019 at 6:30 p.m
At the LHS Auditorium

What do we all have in common????

We all care greatly about our students, the education they receive and the job market and
economy that awaits them in their future. In recent years, it has become evident to educators that
the current state funding model is in desperate need of an overhaul. The funding formula is
causing districts to underspend on important functions such as instruction, building maintenance
and supplies in order to afford the inadequately funded areas such as transportation, health
benefits and special education. Government mandates require us to offer certain services yet
don’t provide sufficient financial support to cover the costs resulting in growing class sizes,
deferred maintenance and other impacts that are detrimental to providing a quality education.
The education we provide to our students will have a significant impact both on the quality of
their lives and our economy in the coming years. It is time that we share these concerns with the
public including parents, teachers, students, community members and legislators.

For instance,

e Did you know that we are reimbursed for mandated special education services based on
an estimated percent of total enrollment? This benefits districts with low special
education enrollment but devastates a community such as Lowell whose actual
enrollment far exceeds the estimated percentage.

* Did you know that we are underfunded by over $15 million dollars with Benefits and
Fixed Charges alone resulting in cuts to student based functions? Health insurance is |
a necessity to attract and retain teachers to an urban district that faces poverty related ‘
issues with less than sufficient resources to address such. Yet, the funding formula
does not adequately estimate/fund these expenses.

*  Did you know that we only receive half of what we spend in out of district tuition for
our students which results in even further cuts to balance the budget?

These are just a few examples of what urban districts face. It is our hope that this forum on April
22,2019 will bring attention to this critical issue and instigate the changes needed to insure all
students, regardless of zip code or income level, have equal access to educational opportunities.

We hope that you will support our goal of educating as many people as possible by attending this
forum. Other communities that share our concerns will be present including the Superintendent
and CFO from Brockton. Please help us spread the word.

Please join us!!
Billie Jo Turner
Assistant Superintendent of Finance



